The Outlook for Labor Markets 


The Macho Job Market 
and the 

Big Enchilada 


Daniel J.B. Mitchell 


Why use the word ‘macho” to 
describe the labor market? 
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Figure 5: Unemployment Rate and Mean Interrupted Duration of Unemployment 



Weeks 


Figure 13: New Claims for Unemployment Insurance as Percent of Nonfarm 

Employment: Annualized Rates 



Note: Average weekly new claims for unemployment insurance as percent of 
nonfarm payroll employment times 

52 . 


Figure 4: Citations of Labor Shortages 



Source: Nexis database. 1998 and 1999 data based on a sampling methodology. 


Who is the Big Enchilada? 



Who is the Big Enchilada? 


Watergate 




Who is the Big Enchilada? 



Today 



Is Greenspan actually 
worried about labor markets 
or product markets ? 



Or is it financial markets ? 



Measurement problems 
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Figure 1 : Consumer Price Index (CPI-U) 



Note: Percent changes are September-to-September. 
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Figure 2: Producer Price Index (PPI) for Finished Goods and 

All-Commodity 
Import Price Index 
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Note: Percent changes are September-to-September (PPI) and third quarter-to-third 
quarter (imports) 




Ambiguous results at best on 
the price inflation front 



What about wages? 
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Figure 6: Average Hourly Earnings and ECl-Equivalent 



Note: Percent changes are September-to-September (AHE) or third quarter-to-third 
quarter (ECI). 
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Figure 7: Nonfarm Business Compensation Per Hour and 
Private Nonfarm ECI 




Note: Percent changes are third quarter-to-third quarter. 
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Figure 8: ECI Private Sector: Wages vs. Benefits 
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Note: Percent changes are third quarter-to-third quarter. 


1999 



Figure 9: Union and Nonunion ECI: Total Compensation 



Note: Percent changes are third quarter-to-third quarter. 



Percent of All Settlements 



Figure 10: BNA First- Year Union Wage Freezes or Cuts 



Note: Data refer to first nine months of year. 
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Figure 12: BNA Weighted Median First- Year Union Settlements 



Note: Data refer to first nine months of year. 



The Return of 3% + COLA 


Plus lump sum for 
ratification 


Plus continued 
profit sharing 


Common “Explanations ” for Lack 
of Nonunion Wage Pressure 

Stock options substitute for wages 

(but not enough to matter - especially for 
ordinary employees) 

Globalization 

(but should mean lower demand) 

Nervous workers don’t ask for raises 

(but would they have to in a shortage situation?) 
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Figure 14: Temporary Help Supply Employment 
Creation as Percent of All 
Private Nonfarm Payroll Employment Creation 




Note: Percent changes are September-to-September. 




What rules? 


What indexes? 



Common “Explanations 


